APRIL/MAY 2023 


CCM63/CSCP56/CFA33 — FINANCIAL 
MANAGEMENT 


Time : Three hou=s Maximum : 75 marks 


SZCTION A — (10 x 2 = 20 marks) 


Answer ALL questions, 


2 S) 


What is Financial Manazement? 


BB Granda repna creer? 


2. Explain the term ‘New Issue market’, 
HAU Geueflsi (9 smg uid) eSer&gs. 

3.  Defme the optimal capital structure. 
'e-555 POST ibit ve sug. 


4. What ere the components of cost of capital? 


Maser Gewdlan Unemadr urma? 


5.  Expain capital rationing. 
thaser dled Li5ifl Aas es. 
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10. 


1. 


Wha: is Capital Budgeting? 


Yaga u Og creme eréirer? 

Define the term working capital management. 

Aswi (9) pagar CGoordnww ud wwyug. 

Explain the term of variable working capital. 

wrmšayu cpexsestb LDA Moses. 

Whaz is Financial leverage? 

AA ApwyGsne rammi crear? 

Writ2-a note on trading on equity’. 

ube Ég atsseb ups Gly eiengs. 
SECTION B — (5 x 5 = 25 marks) 


Answer ALL questions. 


(3) Explain the various types of finance 
decisions. | 


HA yya Lii Geugi euensisener ers Gas. 


Or 


(b) State the advantages and disadvantages of 
Preference shares. 


Qpéngyflen unigsailér pera Sawsmer 
ENS. 
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9G — plebe ^  .»gbás 
aasan ALLA uG Apa 


(5-10,00,000 
Lomi 


apduclesut. Qarb 15% Usda bs oo 
uiad iama Borst me gyi, falir 


PG Qaruarorar qwa Asa Gswiss. 
(90 9G umidler Mm qm.100 QBS ADA 


Gaah zuriari 
(p) 50% speflésms ^ srsmpen 
50% qpgeSU Lima e utida 
efl B81 Gsmymuibors 35%. 


10 


Ll en e s 
awigsend ipi 10% sie ure: 
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12. 


(a) 


What faz:ors should 5e considered in 
determining the capital structure of a 
company? 

BG sbuailufer gpaser 
unglssenigus snra urma? 


Sew Mener 


Or 


A company issues 10% irredeemable 
debentures cf Rs.1,00,600. The company is in 
the 55% tax bracket. Calculate the cost of 
debt (before as well as after tax) if the 
debentures are issued at 


G) par 
Gi) 10% discount. 


9G pot iox bis aus sr ef 
LiÉBlgrise»ar (5.1,00,000 QUMA. 
28 Bor 55x afl AAG aGapgy. 
scd: ^ Geaclangmg  sansAQs. (efi 
DANDE Deed wha lem ib) 


O LSCG ug sss dwale 
Qab Curgy 


Gi) 10% séngyuuudé GeiefluSQio Gurg 
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13. (a) 


b) 


Year 


What arə the objectives of a capital 
expenditure bucze:? 


yasa Asawa 
UM? 


urQgrier Spráäsisar 


Or 


A Chemical company is considerirg investing 
is a project that costs Rs.50,00,000. The 
estimated salveged value is zero. Tax rate is 
55%. The company uses straight line 
depreciation amd the proposed broject has 
Cash Flows Before Tax (CFBT) as follows : 

1 2 3 4 5 


CFBT 1,00,000 1,00,000 150,000 1,50,000 2,50,000 


agus 


Determine the -ayback Jeriod. 


2G Gadus pue 50,092,000 sm 
ALL S8e Ysd GeiSing. eHMiumisstuLe 
emi wiy eC. afl fle 55% sibs 
Apoi BpiGetG stnorer apenmudencn 
uwus. wind rfe ue 
Ypsab (u MIL ies apes) Spain emp. 

1 2 3 4 5 


CFBT 1,00,000 1,900,000 1,50,0C0 1,50,000 2,50,000 


AGLA Gsgi&g.b smose»s Émbresás. 
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19. 


20. 


rem nip yapma &cmá& s : 

(e) AGLY Gegiágib erow 

(%}) simui uid Qegibgnb swb 10% 
seruis. amgenfl 

(Q) Bey sbGumengu wur 10xemuw. — germs. 
enel 


Explain various factors influencing workiag 
capital. 
BOLYaM gpasasdiocr unsssmyu UG 


angesflaener Hens Gs. 


It is proposed to start a business requiring a 

capital of Rs.10,00,000 and an assurec returr of 

15% on investments, calculating the EPS, give 

your decision to choose the profitable firancing. if, 

(a) the entire capital is raised by means of 
Rs.100 equity shares ; and 

(b) 50% is raised from equity shares and £096 
capital is raised by means of 10% debentuxes 


Assume the tax rate at 3596. 
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Year Earning after Tax 14. (a) 
Machine X Machine Y 
3 25,000 20,000 
4 15,000 30,000 
5 10,000 20,000 


Evaluate the two alternatives according to : 


@ Pay back period \ 


Œ) Discounted pay back method at 10% dicta m 
Ws k 
factor NES E 


(G Net present value at 10% discount factor. 


85 fpi ec Quies amis aon aides) 
B5sAng. Qram Quidruse X womw Y 
2-srergi. sga OAU (5.50.000 sb. (omui 
AMSG Aay spisan any erlirumiésuiG mai. 


SGU alee Det Qurub 
Qui&psbX Quiro ¥ 
1 15,060 5,000 
2 20,060 15,000 
3 25,000 20,000 
4 15,00 30,000 
5 10,000 20,000 
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Distinguish between Permanent and 
Temporary working capital. 

Bwbsy Gsuéum Q gosasAred Gyðu 
eme Asuun A (esenbébub 2 arar 


Gougiin@sener sap. 
Or 


From the following information, you are 
required to forecast their working capital 
requirement 


Project Annual sales Rs.6,50,000 
Percentage of net profit on cost 
on sales 25% 


Average credit allowed to debtors 10 weeks 


Average credit allowed to creditors 4 weeks 
Average stock carrying 

(in terms of sales requirements) 8 weeks 
Add 10% to computed figures to allow for 
contingencies 

EC —QanQ&suri. 
Geueéun A @pagenbd 
Biorefl&sanb. 


emugmusener wag, 
aiwa scenes 


ALL Sd yA efipuieser €5.6,50,000 
Asy amugde Auer Gearcier 

esas 25% 
SLaMmeheGe6 si ex egnefluma 

avissi 10 angis 
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set Carméo ster sgreflums 


-ginsssi 4 emer 
2756; sgnefluims uud Gug 
[Go Gae»ei&Gaipu 8 eimgrisdr 


Gös 1096  sewséávuri. OCS 
aama -»igpio dés. 


15. (a) State the significance of leverage. 
OwibyCanaher ap&duiis cubes aA SDSS. 


Or 
(b) The following informetion relate to two 
companies : 
Company Sales Variable Fixed Interest 
Cost Cost 


P Ltd Rs.5,00,000 Rs.2,00,000Rs.1,50,000 Rs.50,000 

Q Ltd 10,00,000 3,00,000 —4,00,000 1,00,000 
You are required to calculate the various 
leverages and comment apon it. 
sp Gangi&sciur (eren Muris ATA 
ÉBlyin&elpsreng) : 

Spi puma iorp&eiis fys aiy 

Geary Geo 
PLtd ^ (55,00,000 ¢5.2,00,000 ¢.1,50,000 ¢.50,000 
Q Ltd 10,00,000  3,00,000 — 4,00,000 1,00,000 


UdCam aesuner AporjGancer memédipas 


dM Eq Ss1sqer Sap- 
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17. 


18. 


SECTION C — (3 x 10 = 30 marks) 
Answer any THREE questions. 


State the objectives of Financial Management. 
HA Coancirewuiler Gmásrirseoar aps- 


Apex Ltd is expecting an annual EBIT of Rs.1 
lakh. The company has Rs.4 lakhs in 10% 
debentures. The cost of equity capital or 
capitalisation rate is 12.5%. You are required to 
calculate the total value of she firm aad also state 
the overall cost of capital under Nez Income 
Approach. 


Apex Apod yipo Gl ers  emub 
erdlirumirelmgu. 255 Ayob m4 viai wél'iSleorer 
10% SLeiLG® u&égmeear mass Gs. 
srame UGS ler WH dog apasa AAs 
12.5%. fir Gorgs Aomuerssler vsti. acies. 
iobgib ffe umuri sangqpenpule ug Gionés 
Coser Arwana sap). 


A company is considering go purchase a machine. 
Two machines are available, X and X, costing 
Rs.50,000 each. Earnings after taxation are 
expected to be as follows : 


Year Earning after Tax 
Machine X Machine Y 
1 15,000 5,000. 
2 20,000 15,000 
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